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It remains imposible to harmonize the decisions which exist 
under the Uniform Act. 16 The District Court of Appeal was both- 
ered by the fact that such a chattel note has been called a short 
form of chattel mortgage. 17 If this were so, the only remedy in 
California would be to foreclose under the Code of Civil Procedure, 
section 726. The Court appreciated that this peculiarity of Cali- 
fornia law refers particularly to mortgages and in keeping with 
former decisions refused to extend the application of this section 
to analogous but different forms of security. 18 

T. H. L. 

Corporations : Effect of Forfeiture of Franchise Upon 
Contracts With Third Person — Forfeiture of the corporation 
charter because of non-payment of license taxes has been considered 
as resulting in immediate death to the corporation in California 
under the provisions of the statutes prior to 191 7} The unequivo- 
cal terms of the earlier statutes made this attitude necessary. 2 The 
result was that after forfeiture occurred in fact, though neither 
proclamation nor notice had been given, no action might be brought 
by or against a corporation, 3 though those pending against it did 
not abate. 4 Judgments obtained in such actions were void and open 

16 Supra, n. 5 ; contra, supra, n. 7. 

"Chicago Railway Co. v. Merchants Bank (1889) 136 U. S. 268, 283, 10 
Sup. Ct. Rep. 999, 34 L. Ed. 349. 

ls Does not apply to pledge. Erlich v. Ewald (1884) 66 Cal. 97, 4 Pac. 
1062; Marble Co. v. Merchants Natl. Bank (1911) 15 Cal. App. 347, 352, 115 
Pac. 59. Pledge will not affect negotiability. Hellman v. Armstrong (1919) 
179 Pac. 432 (Cal. App.) Does not apply to vendor's lien. Samuel v. Allen 
(1893) 98 Cal. 406, 407, 33 Pac. 273. Nor to mechanics' lien. Bates v. Santa 
Barbara Co. (1891) 90 Cal. 543, 27 Pac. 438. There is a conflict on deed of 
trust. Quinn v. Rike (1920) 33 Cal. App. Dec. 761 ; contra Kraft Co. v. Bryan 
(1903) 140 Cal. 73, 81, 73 Pac. 745; see 9 California Law Review, 425-8. In 
regard to negotiability of the note the District Court of Appeal has placed 
itself in line with the modern viewpoint. "The tendency of modern juris- 
prudence is to get away from the rigid rules of interpretation, which seem to 
have prevailed when the famous expression of Chief Justice Gibson that 'a 
negotiable bill or note is a courier without luggage' was coined. The law of 
negotiable instruments, as a part of the law merchant, is based upon the 
necessities, usages, and customs of the business, and must develop with it. 
Whenever the additional stipulations are merely in aid of the collection of the 
note, and do not constitute an undertaking to give or do something else 
foreign to that end, they do not destroy negotiability." Farmers & Merchants 
Bank v. Davis (1919) 80 So. 713 (La.) ; not an acceleration case, however; 
see 33 Harvard Law Review, 255, 261. 

1 Stats. 1905, p. 493, amended 1906, p. 22 ; 1907, pp. 664, 745 ; 1909, pp. 454, 
458; 1911, p. 1094; 1913, p. 513; repealed, Stats. 1913, p. 680. Stats. 1915, 
p. 422. 

2 Newhall v. Western Zinc Mining Co. (1912) 164 Cal. 380, 128 Pac. 1040. 
3 Crossman v. Vivienda Water Co. (1907) 150 Cal. 575, 89 Pac. 335; 

Kaiser Land and Fruit Co. (1909) 155 Cal. 638, 103 Pac. 341; Newhall v. 
Western Zinc Mining Co. (1912) 164 Cal. 380, 128 Pac. 1040; Aalwyn's Law 
Institute v. Martin (1916) 173 Cal. 21, 159 Pac. 158; National Supply Co. v. 
Flack (1920) 183 Cal. 124, 190 Pac. 634. 

*Lowe v. Superior Court (1913) 165 Cal. 708, 134 Pac. 190; Brandon v. 
Umpqua Lumber Co. (1913) 166 Cal. 322, 136 Pac. 62. 
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to collateral attack, 5 except under certain conditions of estoppel. 
The title to the property of the corporation passed to the stock- 
holders; the directors becoming trustees of the power to proceed to 
wind up the affairs of the corporation. 7 They were trustees for 
stockholders and for creditors and accountable as such in equity. 8 
Hence, after the forfeiture of the charter, any actions must be 
against the directors as trustees and to permit recovery must be 
within the trust as described by law. 9 

The above strict limitation upon rights of recovery after charter 
forfeiture indicates that this objection might be applicable to corpo- 
rate as well as to human death. To illustrate: On March 3, 1917, 
the United Tuna Packers corporation forfeited its charter for fail- 
ure to pay its license tax. No actual notice reached the corporation 
or its officers. A reorganization took place shortly afterwards. 
Business was conducted by new directors on the assumption that 
corporate existence continued. On March 8. 1918, a contract was 
made with one Von Landingham under which he was to market 
the product of the corporation. He had been a director for a short 
time before the making of the contract, resigning on the date of 
the contract. During his term .of office he had forwarded the sum 
due as license tax from the corporation for 1918. Within a day 
or two after that contract was made this tax money was returned 
with a statement of the forfeiture of charter in 1917. The "corpo- 
ration" then refused to perform the contract. Afterwards it applied 
for and received a revivor of its charter on complying with the 
statutory requirement, 10 so that a corporation of the same name and 
constituents existed at the time the action was brought. The sole 
defense to the action was the forfeiture of the charter. It was held 11 
that, the statute of 1915 applying, there could be no recovery against 
the corporation, since at the time of contracting there was no cor- 
poration de jure or de facto. In denying a rehearing, 12 the court 
further pointed out that both contracting parties had means of 
ascertaining the facts because of plaintiff's service as director and 
from public records, and that lack of any other injury to plaintiff 
than loss of possible profit precluded the application of doctrines 
of equitable estoppel. 

This conclusion is inevitable in the light of the earlier decisions 

5 Newhall v. Western Zinc Mining Co., supra, n. 2. 

6 Slayden v. O'Dea (1919) 29 Cal. App. Dec. 267, 189 Pac. 1062. 

7 Rossi v. Caire (1916) 174 Cal. 74, 161 Pac. 1161; Crystal Pier Co. v. 
Schneider (1919) 40 Cal. App. 379, 180 Pac. 948. 

8 Lewis v. Miller & Lux (1909) 156 Cal. 101, 103 Pac. 496; Turney v. 
Morrissey (1913) 22 Cal. App. 271, 134 Pac. 335; Fratessa v. Morrissev 
(1918) 39 Cal. App. 131, 178 Pac. 303; Hanson v. Choynski (1919) 180 Cal 
275, 180 Pac. 176; Anthony v. Janssen (1920) 183 Cal. 329, 191 Pac. 538. 

a Cal. Civ. Code, §400. 

10 Stats. 1917, p. 371, § 14. 

11 Van Landingham v. United Tuna Packers (August 1, 1922) 64 Cal. 
Dec. 139, 208 Pac. 973. 

12 (August 31, 1922) 64 Cal. Dec. 212, 208 Pac. 973. 
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concerning the effects of forfeiture under the statute. 13 What 
remedy was there then open to the plaintiff? He could not reach 
the corporate resources through the directors as trustees; this con- 
tract was clearly beyond their powers, which extend merely to those 
necessary to wind up corporation affairs. 14 He might bring this 
action against them as individuals on the theory that there had been 
breach of an implied warranty of their authority to act as agents 
of the corporation. 15 Even if we set aside the problem of construc- 
tive notice and assume the Statute of Limitations not to have run, 
the practical value of this right of action is doubtful. Had the 
statute remained unchanged, the business man contracting with a 
corporation should have taken warning from this case to inquire 
as to the status of its charter before entering into the contract, an 
inconvenient requirement. 

The 1917 Statute 16 declares that on non-payment of the license 
tax "the corporate rights, privileges and powers of every domestic 
corporation .... shall .... be suspended and incapable of being 
exercised for any purpose or in any manner except to execute and 
deliver deeds to real property in pursuance of contracts therefor 
made prior to that time, and to defend in court any action brought 
against such corporation." A foreign corporation forfeits its right 
to do business within the state. This contrast between foreign and 
domestic corporations in the effects of non-payment under section 
11 of the act sufficiently indicates the intention of the legislature to 
change the nature of the penalty imposed upon the delinquent cor- 
poration, and to distinguish between suspension and forfeiture. 17 

What effect will such change have upon the rights of persons 
entering into contracts with corporations under conditions like those 
in the principal case? Apparently the corporation continues as a 
living legal entity, even though its corporate powers are in a state 
of suspended animation. A New York case decided with reference 
to this California Statute 18 suggests that the directors can no longer 
be regarded as trustees, since the code and other provisions appli- 
cable refer only to forfeiture. If so, the directors continue as such, 
though deprived of power to act. Here appears some basis for 
considering that the corporation may be held liable as a de facto 
corporation on obligations assumed in relation to third persons who 



18 Supra, ns. 2 to 8 inclusive. 

14 Supra, n. 9. 

15 Cal. Civ. Code, §§2342 and 3318; Hall v. Crandall (1866) 29 Cal. 568, 
89 Am. Dec. 64; Senter v. Monroe (1888) 77 Cal. 347, 19 Pac. 580; Wallace 
v. Bentley (1888) 77 Cal. 19, 18 Pac. 788, 11 Am. St. Rep. 231. 

16 Stats. 1917, p. 371. Substantially the same provision appears in Cal. 
Pol. Code, § 3669c, subd. 2. 

17 Ransome-Crumney Co. v. Superior Court (1922) 63 Cal. Dec. 346, 205 
Pac. 446. 

"Siegel v. Maryland Casualty Co. (1919) 178 N. Y. Supp. 391. 
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have no actual notice of the suspension of corporate power. 19 It 
is possible to construe the act so that the offending "corporation" 
itself would not be permitted collateral attack upon corporate exist- 
ence in order to avoid its obligations under contracts so made by 
its officers, who are, however, subject to prosecution by the state 
for violation of the statute. 20 Business convenience would be served 
by such a construction. It remains to be seen whether the courts 
will consider that the alteration of the terms used in the statute 
was made in contemplation of so complete a change in attitude 
toward the delinquent corporation. R- R- L. 

Evidence : Parol Evidence Rule : Admissibility of a Parol 
Agreement as to Time of Performance When no Time of 
Performance Is Stated in the Written Contract — "Few 
things are darker than this, or fuller of subtle difficulties. 'The 
admissibility of extrinsic parol testimony to affect written instru- 
ments is, perhaps, the most difficult branch of the law of evi- 
dence.' "* Professor Thayer stated the general doctrine in states 
having the parol evidence rule to be that "in the case of contracts 
in writing, parol evidence is. not admissible to vary or add to their 
legal effect, or cut it down; and especially that such evidence of 
the writer's intention is not admissible." 2 Without any classifica- 
tion of, or explaining away of the previous conflicting decisions on 
the point in issue, the court, in California Drilling and Machinery 
Company v. Crowder, 3 held that where a written contract is silent 
as to the time of performance, and the law therefore fixes a reason- 
able time, parol evidence is inadmissible to show that a definite time 
for performance was agreed upon. 4 The court relies on Standard 
Box Co. v. Mutual Biscuit Co., 5 where it was held that "that 
which is implied by law becomes as much a part of the contract 
as that which is therein written, and .... it cannot be contra- 

19 This point was not raised in Siegel v. Maryland Casualty Co., supra, 
n. 18, which denied recovery in New York to an assignee of the cause of 
action from a California corporation after the suspension of its powers. For 
a full discussion of the question see Held v. Crossthwaite (1919) 260 Fed. 
613, commented upon in 28 Yale Law Journal, 604. The construction sug- 
gested is supported by the opinion of Rogers, J., at p. 632. Ransome-Crum- 
ney Co. v. Superior Court, supra, n. 17, considers only the right of the cor- 
poration to institute or maintain actions on its own behalf, which it properly 
denies. 

20 Stats. 1917, p. 371, § 11. 

1 Thayer on Evidence, p. 390. 

2 Thayer on Evidence, p. 396. 

a (July 17, 1922) 38 Cal. App. Dec. 625, 209 Pac. 68. 

4 The action was for an amount claimed to be due on a contract whereby 
plaintiff agreed to drill certain wells for defendant. There being no statement 
in the written contract as to the time of performance, it was set up in defense 
that the parties had agreed that the work should be completed by May 1, 1920, 
and that plaintiff did not complete the wells until July, as a result of which 
defendants were deprived of water for their rice crop. The oral contract was 
held to be inadmissable. 

5 (1909) 10 Cal. App. 746, 750, 103 Pac. 938. 



